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| 11 YEARS OF RENT CONTROL 


f OVERNMENT control of rent levels, when once started in any country, 
is one of the most difficult of all controls to bring to an end. In France, 
rent controls were imposed at the beginning of World WarlI, have never 
been lifted, and have been modified to only a negligible extent. A relatively 
short time after rent control went into effect in the United States, the Depart- 
ment of Research and Education of the CIO brought out an official pamphlet which 
contained the following paragraph: “The rent control program of the federal 
government, which has been the most effective part of the entire price-stabiliza- 
tion program, must be continued and defended against attack. Inasmuch as the 
outlook for the immediate post-war period is one of continued scarcity and high 
demand, it is essential that rent control policies be continued into the post-war 
years. It is probable that rent control should be made a permanent feature of 
the economy.” 1 


In spite of tremendous opposition from tenants, Federal rent controls have at 
last been abandoned in the United States, and on the first of August fewer than 
200, 000 units in critical defense areas were still under Federal control. Rent 
controls, however, were imposed for a longer period than were any other con- 
trols originally started as war measures. 


I have always maintained that rent control defeated its own purposes, that it 
intensified and perpetuated the conditions it tried to correct. I have said time and 
time again in our reports and in my speeches that the best cure for high rent is 
high rent and, conversely, the best cure for low rent is low rent. By this I mean 
that when rents are high there is a tremendous incentive to increase the supply of 
rental units both by the construction of new units and by the willingness to rent 
existing properties which otherwise would be held solely for the selling market. 


Two months after Pearl Harbor, more than 11 years ago, I wrote: “In my 
opinion, it will be a big mistake to apply rent control to cities in which the forces 
of supply and demand can take care of the situation. 

“, . . in those cities in which rents are frozen, the space shortage will become 
more intense. This will be due to the fact that incomes will be rising and that 
the average family with a larger income will attempt to move to larger and more 
commodious houses. Those who have been doubled up with other families 
will attempt to spread out to separate quarters. 
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“This moving up would be highly desirable if it could be accomplished, but it 
cannot be done during the emergency, as the very freezing of rents - which would 
seem to make it possible - would prevent the amount of building necessary for its 
accomplishment. 


“Another effect of the freezing of rents will be the withdrawal of a number of 
properties from the rental market. With a demand exceeding a supply, many 
people will be willing to buy in order to secure the kind of a home they want, par- 
ticularly because of easy financing and the fear of inflation. The law makes no 
provision for controlling the price of houses but only attempts to regulate the 
amount for which they can be rented. ” 


This statement of 11 years ago substantially predicted the actual developments 
of the past 11 years. Rental units were withdrawn from the market in tremendous 
numbers, as owners were unwilling to accept the rental which the OPA placed on 
the properties. In the early period of rent control so many owners withdrew their 
units from the market and offered them for sale that amendment number 7 was 
issued by Leon Henderson providing that a purchaser could not evict a tenant from 
the property he had purchased unless he paid one-third or more down on the pur- 
chase price, and then only 3 months after he had received a certification from the 
Administrator. 


During this period, and even up to the present time, relatively few of the 
new housing units which have been built have been built for rent. In contrast, in 
1927, according to the Government figures, 44% of all dwelling units were built 
for rent, and in the 6 years from 1923 to 1928, more than 40% of all new dwelling 
units were rental units. This was a period of a free market without Government 
guaranties or insurance. The builder and the mortgage lender were operating at 
that time without Government incentives of any sort. Under rent control in 1952, 
only 16% of all dwelling units were built for rent, and of these, one-third were 
public housing units financed by the taxpayer and 27% were multifamily units on 
which the FHA insured the mortgage lender against loss. It is quite apparent 
that free individuals, spending their own money without Government handouts or 
guaranties, will not build in a rent-controlled market. 





During the past 20 years we have, unfortunately, developed in the United 
States a philosophy that the Federal Government should support the people in place 
of the philosophy imbedded in the Constitution that the people should support the 
Government. Even the farmer, the rugged individualist of the past, has largely 
succumbed to the idea that prices for his products do not have to be arrived at in 
the market place. He has been enmeshed with the entrancing idea of parity, and he 
expects the Government to step in and buy commodities in order to keep their 
price so high that it reduces consumption and results in tremendous surpluses, 
which eventually spoil or are shipped to foreign countries at tremendous losses, 
or are given away. The price of butter has been maintained at such a high level 
in the United States that the per capita consumption of butter in the United States 
is now lower, in spite of our high per capita income, than it is in England, and, 
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while this has been happening, the Federal Government has had to purchase 
more than 270 million pounds of butter. The same general principle applies to 
most other farm commodities. 


Secretary Benson has been making a valiant effort to bring the farmers to their 
senses and to make them realize that the Federal Government cannot continue in- 
definitely to support prices which shrink demand and increase production. We are 
losing our world markets, and sooner or later the crazy, top-heavy structure will 
fall of its own weight. So much political pressure, however, is being put on mem- 
bers of Congress and on the administration that it is questionable whether a man 
as intelligent and honest as Ezra Benson can remain Secretary of Agriculture. 


While I would in no way advocate a parity formula for real estate (as I am op- 
posed to all Government subsidies), I would like to point out a comparison between 
the prices received for farm products by farmers and the prices received by real 
estate owners as rents. The chart in the lower right-hand corner shows this 
comparison from 1914 to the present. It will be noticed that at the present time 
residential rents are 12.1% above the 1921-1938 average. The prices received 
by farmers for farm products reached a peak of 161% above the 18-year average, 
and, while they have declined in the last few years, they are still 116% higher 
than the average of 1921 to 1938. In spite of this fact, the farmer, with his hands 
stretched out to the Federal Government, is given all of the sympathy, while the 
owner of real estate is referred to as a profiteer. 


On pages 321 through 324 of this report we show rent levels in 32 cities of the 
United States in comparison with the cost of living. These charts are computed 
directly from the studies of the Bureau 
of Labor Statistics of the United States PARITY FOR REAL ESTATE 
Department of Labor, with the single 
exception that the period from 1921 to 
1938 is considered as the base for all 
of the figures. This period is an 18- 
year period. It included 9 good years 
for real estate and 9 poor years. It is FOR FARM 
approximately the length of the average 
real estate cycle and is, from the sta- 
tistical standpoint, a far better base 
than any consisting of a short period 
which might form part of either a boom 
or a depression. A chart is also shown 
for the average fluctuations of rents and 
the cost of living from 1914 to the pres- 
ent. 
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On each city chart opposite the name 
of the city is the dateon which rent con- 
trols expired in that city. Some cities 
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have been free of Federal rent control for several years. Jacksonville, Florida, 
for instance, freed itself of rent control in August 1949, and has now had a 4- 
year experience in a free market. In Jacksonville at the present time, rents 
are 20.6% higher than they were in the average period from 1921 to 1938. On 
the other hand, the cost of living, according to the Government figures, in Jack- 
sonville is 74% higher than it was in this base period, and, if rents are excluded 
from the cost of living, the other items average 83.1% higher than they did in 
the base period. Comparable figures are shown for each of the cities, and these 
figures would certainly indicate that residential rents have lagged all other items 
in their percentage of increase, and are at the present time considerably lower 
than the renting public has any reason to expect. 


—< 


1Good Shelter for Everyone. Department of Research and Education, CIO. 
Washington, D. C., 1943, page 17. 











2“ As I See It - Real Estate Is as Much Entitled to Parity as Agriculture, ” Real 


Estate Analyst Service, February 20, 1942, pages 41 and 42. 
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